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KEY ECONOMIC INDICATORS: SWAZILAND 
(Money values in millions of dollars expect where noted) 


Change 
1979 79-80 
Income, Production, Employment 


GDP at constant (1976) prices * (4) 312.0 338.5 385.1 
Per capita GDP (1976 prices)* (4) 592.4 622.8 686.6 
Employment (5) 80,883 83 ,567 85 ,242 
Population* 526,700 543 ,500 560 ,900 


Money and Prices 


Money Supply (M,) (5) 
Money (M,) 
Quasi-money 
Consumer Prices (% Change) (1) 
(2) 


Government Finance 


Revenue and grants 
Expenditures and Net Lending 
Balance 

External Financing (Net) 
Domestic Financing (Net) 


Balance of Payments and Trade 


Gross International Reserves 12156 116.8 
External Debt 50.5 114.2 NA 
Exports (f.0.b.) 200.0 234.6 NA 
Imports (f.0.b.) 224.4 259.4 NA 
Trade Balance -24.4 -24.8 NA 
Services (Net) -95.8 -82.4 NA 
Unrequited transfers (Net) 31.9 35.6 NA 
Balance -64.3 -46.8 NA 
Current account (Net) -88.7 -71.6 NA 
Capital account (Net) 201.7 64.4 NA 
Official 47.4 24.1 NA 
Private 54.3 40.3 NA 
Overall Balance 14.2 -7.2 NA 


Notes on exchange rate and sources: Data has been converted to U.S. dollars to 
represent period averages unless otherwise indicated. Data for 1978 has been 
converted at the rate of E1.00=$1.15, for 1979 E1.00=$1.20, for 1980 E1.00=$1.29. 
Sources include Central Bank of Swaziland, Ministry of Finance, Department of 
Economic Planning, Annual Statistical Bulletin. 


Notes to table: *Embassy projection based on 1976 data. (1) Reflects cost-of-living 
changes for middle-to-high income families in Mbabane; (2) Reflects cost-of-living 
changes for low income families in Mbabane and Manzini; (3) Provisional; (4) Fiscal 
Year; (5) End of Period. 





SUMMARY 


Swaziland's economy has grown significantly but erratically since the 
mid-seventies, averaging approximately 4 percent per year in real terms. 
Growth has occurred principally in the modern, export-oriented sector of 
the economy, comprising commercial agriculture, forestry, mining, and 
manufacturing and reflects the country's success in attracting private 
capital for development. Favorable trading terms for the country's 
main exports -- sugar, wood pulp, timber, asbestos, citrus and canned 
fruit -- contributed to the economy's strong performance. Growth 
through the first half of the eighties is expected to remain strong as 
several new construction projects are initiated. Increased output of 
the country's major exports, especially sugar, will also bolster growth. 
Over the longer period, continued growth will depend on agricultural 
diversification, increased processing of agricultural commodities, 
expanding existing markets and developing new export markets, particu- 
larly regional markets in eastern and southern Africa. 


Direct export opportunities are limited because of the market's small 
size and its close ties with the South African economy. Many U.S. firms 
operating in South Africa, however, are in an excellent position to take 
advantage of future growth. Swaziland presents a limited number of 
investment opportunities, primarily in the agro-industrial area, but 
also in mining and tourism. The economy is basically open, and private 
investment is encouraged. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Swaziland's economic performance in recent years has been characterized 
by large variations in annual growth rates. During the first half of 
the seventies, GDP grew rapidly, averaging 5 to 7 percent; however, in 
1976 and 77, the economy showed little growth. A vigorous revival took 
place in 1978 with real growth estimated at 7 percent. Improved agri- 
cultural output contributed to this favorable performance, but the main 
stimulus came from public and private investment. In the public sector, 
investment focused on agriculture and transportation; private investment 
concentrated on the sugar and wood pulp industries. 


Growth tapered off in 1979 as a result of a cutback in the government's 
capital budget and the completion of various construction projects. In 
addition, new private sector investments were few; iron ore production, 
previously a major factor in the economy, ceased with closure of the mine. 
High world sugar prices combined. with increased production from a new 
sugar mill and strong wood pulp prices helped restore growth during 1980 
which approached the 1978 figure. Swaziland's exports were helped by 
growth in South Africa, but this growth also contributed to upward 
pressure on the inflation rate. 
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Estimated per capita GDP in 1980 was $687; however, this figure 
cverstates the progress made as 55 percent of the country's 
population earn less than $200 per capita. 


Growth in domestic wage employment has been erratic and generally 
followed growth in the economy. It increased significantly in 

1978, declined in 1979 and rose again slightly in 1980. Wages rose 
rapidly in 1978 and exceeded the cost of living; however, for the 
last two years, the cost of living has exceeded 18 percent. Since 
wages for a large part of the labor force increased at a moderate 
rate over the period, real wages probably have declined. Employment 
in the mining sector in South Africa has declined steadily from 
11,000 in 1978 to about 8,500 in 1980. With a population growth 
rate of well over 3 percent annually, underemployment and unemployment, 
running about 7 percent per year, are the country's most serious 
economic problems and are generally increasing. Roughly 7,000 new 
job-seekers enter the formal sector labor market each year, yet the 
economy is creating new jobs for less than half of these. 


Economic growth should continue strong into the mid-eighties mainly 
because of expansion in public sector capital spending. Improved 
export performance should also contribute to the positive economic 
outlook. Increased capacity in the sugar industry, which will become 
evident in the mid-1980's, will make the biggest contribution. Expan- 
sion in small-holder cash crop agriculture, estate agriculture and 
agriculture processing industries will also support continued growth. 

’ Increased construction related to agricultural development. Expansion 
of the country's hydro-electric system will provide a boost to the 
economy and improve the employment picture, if only temporarily. The 
projected northern rail link will help stimulate the economy and complete 
the country's north-south rail route. 


AGRICULTURE AND FORESTRY 


Agriculture is the dominant sector in the Swazi economy. Directly, it 
generates about 20 percent of GDP and indirectly, as the base for agro- 
industrial activity, it contributes an additional 20 percent. It pro- 
vides employment for approximately 75 percent of the work force. Agri- 
cultural and related exports account for over 75 percent of total export 
earnings. 


The agricultural sector can be divided into a traditional sub-sector charac- 
terized by non-cash farming and a modern, capital-intensive, foreign-owned 
sub-sector producing for export. Modern agriculture is primarily on 
freehold land or concessionary title land and is characterized by 
relatively high production and high growth rates. The traditional sub- 
sector consists of small holdings, averaging 3 hectares, on which the 

bulk of the rural population are employed. Mixed-crop agriculture 

is practiced; yields are extremely low, and formal marketing facilities 
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are not developed. Efforts to bring traditional farmers into the 
cash economy are beginning to yield results. Increasing numbers of 
small-scale farmers are producing high-potential cash crops such as 
cotton, potatoes, tobacco and vegetables, which are finding their way 
to commercial markets. 


Sugar is Swaziland's major agricultural crop and export earner. Cane 
is grown under irrigation and harvested mechanically in the eastern 
part of the country. Yields are considered very high by international 
standards. The area under cultivation and output has expanded markedly 
in recent years. The trend has also been for an increasing degree of 
mechanization in harvesting and loading with about 70 percent of har- 
vesting being mechanical. 


The two older mills - Mhlume and Ubombo - have production capacities 
of 145,000 and 140,000 mt annually. A new mill at Simunye will have 
a capacity of 126,000 mt by 1982/83 giving the country a total pro- 
duction capacity of over 400,000 mtons annually. 


Production in 1979/80 was 254,383 mt, down slightly from the previous 
year's 262,271 mtens. Estimated production for 1980/81 is 331,000 mt 
with a projection of 428,000 mt in 1982/83. Sugar is marketed through 
the Swaziland Sugar Association which is made up of an equal representa- 
tion of millers and growers and an independent chairperson. Currently, 
about 20,000 mt is sold domestically, and the balance exported. 

Major markets are the United Kingdom, United States and Canada. 

Swaziland has a delivery quota to the European Community of 120,000 

tons per year under the Lome Convention. This is presently about 40 
percent of exports. The balance is sold on the free market subject to 
the provisions of the International Sugar Agreement. Most of Swaziland's 
free market exports are to the United States. Sugar export earnings 

have risen steadily over the last few years with 1979/80 receipts being 
$83.4 million of which $51.5 million was sold to the EC and $30.9 million 
in the U.S. 


Cotton is Swaziland's main dry-land crop and is the most important cash 
crop in terms of the number of producers. Nearly all of the crop is 
grown under rain-fed conditions; it is grown on both modern, commercial 
farms and on small, traditional farms. Swazi farmers' interest in cotton 
growing has been strong, reflecting the generally favorable price situa- 
tion and recently initiated promotion efforts. Production has tended to 
rise steadily since 1975/76. Total crop area in 1979/80 was 22,200 
hectares with production estimated at 21,000 mt of seed cotton. 

Estimated value of the 1979/80 crop was in excess of $12 million. The 
development of irrigated cotton planting should increase annual production 
to around 33,000 mt by 1985. A cotton ginnery at Matsapha processes 
about 70 percent of seed output. A second ginnery with an oil-seed mill 
is under construction, and a cotton spinning mill is planned. 
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Citrus fruit is a key agricultural export, contributing about 9 percent 
of Swaziland's export earnings. Output is primarily oranges, grapefruit 
and smaller quantities of limes and tangerines. About 20-25 percent is 
canned locally and exported; the remainder is exported as fresh fruit. 
Europe, Japan, the Middle East and South Africa are the major markets. 
Exports of citrus and canned fruit were estimated at $20 million in 
1979. Citrus fruits are marketed through the South African Outspan 
Organization. 


Pineapples are grown by Libby Swaziland and individual farmers. High 
yields are obtainable, and the area under cultivation has expanded in 
recent years. Crop area was 1730 hectares during the 1979/80 season; 
production was 27,445 mt valued at $1.5 million. Canned fruit and 
juices are exported to the EC. 


The livestock industry, which provides about 4 percent of total export 
earnings, is based on cattle production. Herd population is estimated 
at 670,500 with an annual growth rate of 2 percent. About 80,000 

head of cattle a year are slaughtered locally. Most slaughtering is 
done by local butchers for home consumption; however a growing number 
of cattle are being slaughtered by the Swaziland Meat Corp. (SMC) and 
exported in processed form. Because of socioeconomic factors, SMC im- 
ports annually from South Africa an average of 10,000 head of live 
cattle in order to maintain its operations at a minimum level. Exports 
are sold primarily to Europe and South Africa. 


Meat and meat product exports rose from $5 million in 1976 to $9 million 
in 1979. Livestock development will continue to be slow because of 
resistance to change in traditional animal husbandry patterns. 


Forest products are Swaziland's second largest earner of foreign exchange. 
For 1979 the export value of pulp and other forestry products is estimated 
at $59.5 million, compared with $39 million in 1978 and $34.5 in 1977. 
Unbleached wood pulp is the major export with other products being 

lumber, posts, timber, laminated boards, and structural and industrial 
timber for the mining industry. Major markets are southern Africa, 

Japan, Korea, and the Persian Gulf. 


Swaziland's forest industry is dominated by two foreign-owned companies, 
Usutu Pulp Co. and Peak Timbers Ltd. The former exports approximately 


164,000 mt of pulp annually; the latter processes, primarily for export, 
about 270,000 mt a year of structural and industrial timber. Expansion 


of the forest industry will depend on improved prices and a stable 
political outlook for southern Africa. 


Mining 


Mineral production has played a leading role in the economy of Swaziland 
for many years. Deposits of iron ore near the western border were worked 
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from 1964 to 1979 when production ceased; shipments stopped in mid- 
1980. There remain substantial amounts of low-grade ore at the 
mine site that are not yet considered economically feasible to ex- 
ploit. Chrysolite asbestos is mined at Bulembu in northwestern 
Swaziland and is now the country's leading mineral export. Produc- 
tion in 1980 was estimated at 36,000 tons. Known reserves are 
sufficient for production to continue beyond the 1980's. 


Coal is the mineral with the brightest future in Swaziland. The 
country's sole mine at Mpaka produced about 180,000 mt in 1979 
compared with 129,000 mt in 1977. About two-thirds of the pro- 
duction is exported with Kenya being the largest market. Swaziland 
has coal reserves of at least 200 million tons, chiefly of the type 
with low sulphur and high energy content. Exploration of the major 
coal zones indicates that a total annual production of 4 million tons 
is possible. Several foreign firms are currently investigating coal 
projects in the country. If these investigations prove successful, 
a large-scale export-oriented coal mining industry could develop. 
Other minerals including diamonds, gold, tin and kaolin may prove 
economically feasible to exploit in the future. 


Tourism 


Following a general decline in 1976 and 1977, tourism recovered strongly 
in 1978; however, figures for 1979 and 80 are expected to show little 
growth. A revival in the industry has been seriously hampered by 
sharply increased transportation costs and increased competition from 
newly developed tourist complexes within South Africa. An outbreak 

of cholera in the eastern Transvaal in late 1980 has cut down further 
on tourism. There are approximately 30 hotels providing tourist 
accommodation, with a total capacity of 2,340 beds. Most tourist 
development is concentrated in the Ezulwini Valley between Mbabane and 
Manzini. South Africa is the predominant source of Swaziland's tourists. 
Improvement of the existing road network and the opening of two new 
game parks should encourage the development of tourism in other areas 

of the country. Improved airlinks will also help to attract conventions 
and other regional meetings. 


Industry 


Much of the manufacturing activity in Swaziland is closely linked to 

the processing of primary forest and agricultural products. Results 

of a 1978 census of industrial production show that about 85 percent 

of the value added by the manufacturing sector is derived from processed 
agricultural products including sugar, citrus, meat and woodpulp. Recent 
diversification in this sector has been mainly small-scale and has not 
contributed greatly to manufacturing output or employment. Industrial 
development has also been hindered by a scarcity of skilled manpower and 
entrepreneurship, inadequate capitalization, and problems of identifying 
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suitable projects to attract foreign investors. Industrial projects 
in Swaziland include a knitwear mill, zipper factory, ceramics factory, 
television assembly plant, brake lining factory, and fertilizer factory. 


The government's industrial development policy, administered through 
the National Industrial Development Corporation of Swaziland (NIDCS), 
is to concentrate on identifying areas where Swaziland has a genuine 
comparative advantage, mainly in small-scale, labor-intensive manu- 
facturing industries using local materials. Approximately one-third 
of all industries are foreign-owned, 28 percent are joint ventures 
and 39 percent are owned locally. 


Transportation 


Swaziland's road network serves primarily non-oil import traffic. 
Although the length of the main road network has remained virtually 
unchanged, the tarred portion has doubled in the last three years. 
Traffic volume is growing at an average rate of 10 percent per year. 
Exports and petroleum product imports are carried by railroad. The 
main line of the Swaziland Railway was built to transport iron ore from 
the Ngwenya mine to the port of Maputo and was operated by Mozambique 
Railway until 1975 when Swaziland Railway assumed responsibility for it. 
In 1978, because of uncertainty about the efficiency and reliability of 
the original line, a southern link was completed connecting the railway 
with Richards Bay and Durban. 


Because iron ore shipments have stopped and because the new southern 
link is not in itself economically viable, the railway has incurred 
significant operating losses. A northern rail link with eastern 
Transvaal which will be constructed soon will, however, generate 
considerable extra revenue and traffic and should improve the railroad's 
financial picture. A northern link will also improve the commercial 
viability of coal reserves in eastern Swaziland. 


Trade and Payments 


Swaziland's external payments position has been weakening for several 
years -- an overall surplus in the balance of payments of $21 million 
in 1977 declined to $14 million in 1978 and turned into an overall 
deficit of $7.2 million in 1979. The outlook for 1980 is for an 
improvement in the external payments position. The deteriorating 

trend was due principally to a worsening in the terms of trade, slow 
growth in export volume, and rapidly rising imports. The expected 
improvement is based on rising volumes and unit values of key exports, 
a slowdown in import growth; and sharply higher net inflows of capital, 
the latter being partly related to rising Customs Union revenues. 


Over 90 percent of Swaziland's imports come from the Republic of South 
Africa. The largest categories are machinery and transport equipment 
(20 percent) and mineral fuels and lubricants (12 percent). Since 





1977 the volume of imports has grown rapidly, reflecting stepped-up 
investment demand. Thus the value of imports (f.0.b.) rose from 
$144 million in 1976 to $259 million in 1979. The traditional 
trade balance surplus has been consequently reduced in each year 
since 1974, and a trade deficit emerqed in 1978 amounting to 

$24.4 million. In 1979 improved prices and volumes in key exports 
combined with a steady import demand to keep the trade balance 
deficit approximately the same at $24.8 million. 


The value of Swaziland's exports, which had been listless, began 

to increase significantly in 1978. This improved performance was 
principally due to the two main exports, sugar and wood pulp, where 
the planned expansion in output coincided with an upturn in world 
prices. Total export earnings rose by 9 percent in 1978 and 13 
percent in 1979 to $234.6 million. The outlook for 1980 is for this 
favorable trend to continue, and export earnings should rise signi- 
ficantly again. 


Swaziland's export markets are diversified. The United Kingdom is the 
most important -- mainly sugar, asbestos and citrus -- and accounts for 
about one-third of total exports. South Africa accounts for another 20 
percent, and the United States is the third most important market -—- 
mainly sugar -- providing another 10 percent export share. 


Government Finance 


The Government's budget has been in overall deficit since 1975/76. 

In all but one case, a Eurocurrency loan, deficits have been covered 

by concessional foreign financing. As a rule, government policy has 
been to restrict virtually all loans to capital projects which could 
generate sufficient revenue to repay the loans. Because most foreign 
lending has come on concessional terms, debt-servicing requirements have 
not yet posed budgetary problems. 


Fiscal year 1978/79 was characterized by a very substantial rise in 
government expenditure, particularly capital expenditure and net lending. 
Although total revenues and expenditures registered a sizeable increase, 
this was not enough to keep pace with the increase in expenditure, and 
the annual budget deficit widened from a modest $10 million the previous 
year to $54 million. Through a more restrictive fiscal policy and 
larger-than-expected revenues, the 1979/80 deficit was reduced to 
approximately $12 million. Estimates for FY-80/81 show a deficit of 

$52 million; but the actual deficit is expected to be around $17 million, 
mainly due to a shortfall in capital expenditure. As in earlier years, 
the deficit has been more than covered by concessional foreign borrowing 
related to capital projects. 


Receipts from the Southern Africa Customs Union are the single most important 
source of revenue for Swaziland, averaging around 60 percent of total revenue. 
Although increasing over the last few years, receipts are expected to fall 
from $123 million in 1980/81 to $100 million in FY-81/82. The second major 
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source of government revenue is the sugar levy. With the additional 
production from the third sugar mill and higher prices, revenue from 
this source is expected to increase dramatically. The estimate for 
FY-81/82 is $24 million up from $10.4 million the previous year. 
Revenues from taxes on net income and profits are a third important 
source of revenue; the major portion of these come from company 
income taxes. 


Monetary Policy 


Swaziland, along with Lesotho and the Republic of South Africa 
constitute the Rand Monetary Area. Among the principal provisions 
are the free transfer of funds within the area, the pooling of gold 
and foreign exchange resources under South African management, and 
exchange controls vis-a-vis countries outside the area. Swaziland's 
currency, the lilangeni (plural, emalangeni), is at par with the rand 
and both currencies are legal tender. All emalangeni is backed by 
rand or marketable securities of the South African government. The 
free transfer of funds between member countries, combined with 
Swaziland's important financial and economic links to the RSA and the 
underdeveloped state of its own financial markets, severely restrict 
independent monetary and credit policy. For example, because it has 
been impossible to estimate the amount of rand in circulation (it is 
believed to fluctuate widely), the country's money supply cannot be 
accurately determined. Also for larger enterprises, it is not difficult 
to use the services and resources of banks in South Africa. Interest 
rate developments in Swaziland are dominated by those in the RSA and 
reflect policies aimed at forestalling disruptive movements of credit 
and deposits between the two countries. Deposit rates are generally 
equal to or slightly higher than those in South Africa; the prime 
lending rate is normally the same. 


IMPLICATIONS FOR THE UNITED STATES 


Swaziland's economy should continue to grow steadily into the mid- 
eighties. Growth will be based on construction projects already 
approved and increased production in the modern agricultural sector, 
especially sugar and wood pulp. Declining sugar prices will temporarily 
offset a portion of the increased output in the sugar industry and could 
hinder growth and hold down government revenues. Improved output from 
small-holder farms, particularly cotton, will add to expected growth. 
Anticipated development of coal resources could prove to be a major 
stimulus to the economy. 


Continued growth over the longer period will depend on agricultural 
diversification and increased processing of agricultural commodities. 
The agricultural sector will also have to move away from its dependence 
on sugar exports. Growth will be dependent on expanding existing export 
markets and developing new markets, particularly regional markets in 
eastern and southern Africa. 
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Unemployment will continue to be the country's major economic problem 
and will be exacerbated by the slow but steady decline in employment in 
the South African mining industry. Solving this problem will depend 

on creating job opportunities in the traditional agricultural sector 
and in agricultural processing. 


Direct export opportunities are limited because of the market's small 
size and its close ties with the South African economy. Swaziland's 
membership in the Southern Africa Customs Union means that, in practice, 
direct export opportunities are limited to items not manufactured or 
assembled in the Republic. U.S. firms operating in South Africa are 

in an excellent position to take advantage of the market in Swaziland; 
and, in fact, many already do. Because many U.S. exports enter Swaziland 
as re-exports from South Africa, official statistics probably understate 
the U.S.-Swaziland business relationship. 


Best export prospects are agricultural equipment, food processing and 
handling equipment and construction machinery. As coal exploitation 
begins, opportunities for the sale of mining equipment should appear. 
Communications equipment sales should also develop as work begins on 
upgrading Matsapha International Airport and the northern railway link. 
As agro-industrial and other industrial projects are realized, sales of 
computers and office equipment will steadily increase. 


Efforts underway to diversify Swaziland's agricultural sector include a 
recently completed cotton ginnery and the development of a second ginnery. 
An oil-crushing facility should be completed soon, and plans call for the 


addition of a vegetable-oil crushing capacity. If cotton production and 
processing develop as foreseen, a textile mill is a possibility. A 
margarine plant is under consideration, as is. the expansion of beef feed 
lots. A major agricultural development project is under consideration for 
eastern Swaziland. It would involve using water from the Lusushwana River 
to irrigate up to 50,000 hectares. Large private sector involvement is 
planned. This project would require the construction of two dams, one ot 
which is part of a major hydro-electric project that is scheduled to start 
in late 1981. 


Swaziland's economy is basically open, and the government encourages 

foreign private investment. There is no overall investment law. Major 
investments are generally reviewed by the government to determine their 
desirability. In theory, the government seeks to encourage investment in 
labor-intensive industries in specified industrial areas. In practice, 
however, the government welcomes virtually any sound investment. Swaziland's 
policy of actively encouraging foreign investment is occasionally hampered 
by a lack of skilled manpower within the government to implement that policy. 


There are no laws requiring local participation; however, local partici- 
pation is encouraged to the extent possible. Investment incentives consist 
largely of financial assistance and tax allowances and are equally applicable 
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to both foreign and domestic investors. Financial assistance is 
provided in the form of medium and long-term loans and equity 

through the National Industrial Development Corporation of Swaziland 
(NIDCS). Government policy is to encourage investors to retain their 
funds in Swaziland but also to guarantee the investor the right to 
transfer his funds to another country. 


Business services such as insurance and banking are comparable to 

those in South Africa, however a shortage of skilled business personnel 
is a limitation for potential investors. As a member of the Southern 
Africa Customs Union, Swaziland is in a unique position to provide 
access to the large market in the Republic while at the same time 
having access to regional markets not available from South Africa. 

On the negative side, investment in Swaziland has been hampered by 
competition by attractive offers available in the "homelands" in 

South Africa. 


Although limited in number, Swaziland presents real investment oppor- 
tunities, primarily in the agro-industrial areas but also in other 
areas such as minerals and tourism. 





